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.. North Atlantic Region . . . . 
. . Address any reply to: 

*******************
****************** **** *** 
************ ********** ****

Person to Contact: 
********* 

******************************** 
******************
****************** ********
************ ******

***************r: 
************** 

Refer Reply to: 
**********

Date: [&? ; 2 395 

Certified Mail 

Gentlemen: 

This is our Final Adverse ~etermination/~uling Letter concerning your 
organization's request for tax-exempt status under Section 501(c)(3) of 
the Internal Revenue Code. 

The evidence presented disclosed that you were incorporated on***** 
**********, in *********************************. 

The purposes for which the organization was formed are as follows: 

a) To meet the concerns of parents, relatives and other involved 
citizens for the continued well being and quality of life of the 

I 
mentally handicapped after the death of the parent, relative or other 

I involved person who had maintained an on going interest I n  the welfare 
I of the mentally handicapped person; to serve to the best \>f its ability 

and within the limit of its resources in a Corporate Capacity as a 
surrogate parent or entity that is independent of state or federal 
agencies or other service providers that focus on the welfare of the 
many rather than welfare of the individual 

b) In order to fulfill the needs set forth in the foregoing paragraph, 
the primary purpose of the Association is to serve as a corporate 
trustee of the trusts established by the Association's members 
to provide supplemental care, maintenance, treatment, support, 
education, and recreation for the welfare of mentally handicapped 
beneficiaries of such trusts. In certain instances, on approval by the 
Board of Directors on a case by case basis, the Association may accept 
funds for the above stated purposes from other individuals, trusts or 
organizations on behalf of mentally handicapped individuals . 



The i~.-formation submitted with yorlr application Form 1023 indicates the 
following: 

 h he organization's primary activity is to administer, for an as of yet 
undetermined fee, individual trusts set up by parents or primary care 
givers for the welfare of their mentally retarded children. The trust 
management association also advises families regarding estate planning 
issues and assists in setting up a trust to enable the trustee to 
obtain services and represent family concerns." 

The purposes as set forth in a copy of a Model trust submitted by 
your organization states that "the principle purpose of this Trust is 
to supplement, but not to supplant, what benefit and services the 
primary beneficiary may from time to time be eligible to receive by 
reason of age, disability or other factors, from federal, state and 
local governmental sources.... It's therefore, the intent and 
direction of the Settlors that the Trustee . . . p  ay to the beneficiary or 
apply on her behalf so much of the income therefore, and such portion 
of the principal thereof. as the Trustee in its sole discretion deems 
necessary and appropriate to provide the beneficiary with those 
benefits and services, and only those benefits and services which are 
not otherwise available to her from government sources as or when 
needed for her welfare." 

The Model Trust submitted also described the following situations which 
would result in the termination of the Trust: 

Situation 1: "...if in the judgment of the Trustee [the beneficiary] 
requires any service or placement for which she would qualify for 
assistance under any federal, state, or local governmental program bu.t 
for the existence, size, or terms of this trust, and if the costs of 
such service or placement are such that would, if borne by the Trust, 
risk substantial depletion of the Trust and defeat of its supplemental 
and long-term purposes, the Trustee shall terminate the trust ...I1 

Situation 2: "In the event of a permanent change of residency of the 
primary beneficiary, such that the Trustee determines that it cannot 
effectively or efficiently fulfill its responsibilities ... the Trustee, 
may, in its discretion, either transfer the Trusteeship ...; or in the 
event of failure to identify an appropriate successor trustee within a 
reasonable time, terminate the trust." 

situation 3: "The Trustee shall terminate the trust upon the death 
of the primary beneficiary ... having in any event first divided and 
distributed the remainder of the principal and accumulated but unspent 
income of the Trust as follows: 

A .  25% to such qualified exempt charitable organization or 
organizations deemed in the judgment of the Trustee to exemplify the 
purposes of *****, except that****** may not itself be a beneficiary 
of the trust; and 

B. The rest and remainder ... [to designated relatives of the 
beneficiary] or ... to the issue of the Settlors then living by right 
of representation. " 



~rticle (h) of the.organization's Articles of 0rgan:Lzation provides, in 
part, that the Association "may administer the disposal of any 
remainder of a trust to living family meabers and/or other 
organizations serving the ritentally handicapped as provided !,n 
individual trust documents." 

The dissolution clause as contained in your Articles of organization 
provides in part, that "any assets of the Association (separate from 
assets held in representative or fiduciary capacity] that remain after 
providing for payment of all outstanding debt and other liabilities 
shall be transferred to**********************************************h 
********x or to such similarly dedicated organizations created and 
operated solely for one or more exempt purposes within the meaning of 
section 501(c)(3) of the Internal Revenue Code ...I1 

The information submitted with your application also indicat5s that 
your organization will only agree to manage trusts with a minimum size 
of ******0 for an as yet undetermined fee. 

Section 501(c)(3) of.the Code provides, in part, for the exemption from 
~ederal income tax of organizations organized and operated exclusively 
for charitable, religious, scientific or educational purposes, no part 
of the net earnings of which inures to the benefit of any private 
shareholder or individual. 

In order to qualify under IRC 501(c)(3), an organization must be 50th 
"organized" and "operated" exclusively for one or more purposes 
specified in that section. If the organization fails to meet either 
the organizational test or the operzitional test, it is not exempt. 
(Regs. 1.501(~)(3)-l(a)(l)). The organizational test relates to the 
rules for governing an organization and the purposes stated in its 
articles of organization. The operational test relates to the 
organization's activities. 

Section 1.501(~)(3)-l(c)(l) of the Regulations states that if more than 
an insubstantial part of an organization's activities is not in 
furtherance of exempt purposes, the organization will not be regarded 
as exempt. 

In Better Business Bureau v. U.S., 326 U.S. 279 ( 1 9 4 5 ) ,  the Supreme 
Court stated that the presence of even a single, non-exempt purpose, if 
more than insubstantial in nature, will defeat exemptioil under Section 
501(c)(3) of the Code, regzrdless of the manner or importance of the 
truly exempt purposes. 

section 1.501(~)(3)-1(d)(l)(ii) of the Regulations provides, in part, 
that an organization is not organized or operated ex~lusively for one 
or more of the purposes mentioned in section 501(c)(3) of the Code 
unless it serves a public rather than a private interest. An 
organization may not be exempt if it is operated for the benefit of 
private individuals. 



Seetion 1.501(~)(3)-lid)(2) of the Regulations provides that tha tern- 
"charitable" includes relief of the poor and distressed, advancement of 
education and science and the promotion of social welfare designed to 
accomplish any of the above purposes. 

section 1.501(~)(3)-l(b)(4) of the Regulations states that " ~ n  
organization is not organized exclusfvely for one or more exempt 
purposes unless its assets are dedicated to an exempt purpose. An 
organization's assets will be considered dedicated to an exempt 
purpose, for example, if upon dissolution, such assets would by reason 
of a provision in the organization's articles or by operation of law, 
be distributed for one or more exempt purposes, or to the Federal 
government, or to a State or local government, for a public purpose, 
or would be distributed by a court to another organization to be used 
in such manner as in the judgment of the court will best accomplish the 
general purposes for which the dissolved organization was organized. 
However, an organization does not meet the organizational test if its 
articles or the law of the State in which It was created provide that 
its assets would, upon dissolution, be distributed to its members or 
shareholders." 

Revenue Ruling 72-369, 1972 - 2 C.B. 245 provides in Part that "An 
Organization formed to provide managerial and consulting services at 
cost to unrelated exempt organizations does not qualify for exemption 
under Section SOl(c)(3) of the Code." 

Revenue Ruling 66-259, 1966 - 2 C.B. 214 provides, in part, that "a 
trust which provides for the reversion of principal on termination to 
the creator does not qualify for exemption under Section 501(c)(3) of 
the Code. 

Like the organization described in Revenue Ruling 72-369, your 
organizatiocl enters int.0 agreements to furnish managerial and 
consulting services on 3. fee for service basis. Moreovek, unlike the 
organization described in this particular Revenue Ruling, which 
provided services to exempt organizations, your organization provides 
Trust management services to its members who have created non-exempt 
trusts for the benefit of their mentally handicapped children. 
providing managerial and consulting services on a regular basis for a 
fee is a t.rade or business ordinarily carried on for profit. 

Like the organization described in Revenue Ruling 66-259, your 
organization provides managerial services for individual, non-exempt 
trusts, each of which provides for the reversion of principal and 
interest to the creator or descendents of the creator upon termination 
of the trusts. Trusts which retain a reversionary interest do not 
qualify for exemption under 501 (c)(3) of the Code. Providing 
management services for non exempt trusts, that do not qualify for 
exemption under 501(c)(3) of the Code, is not an activity warranting 
exemption. 



.. 
4 L P  . 

According:.y, your organization does not qualify for exemption under 
Section 501(c)(3) of the Internal Revenue Code. Therefore, you are 
required to file Federal income tax returns on Form 1120 or 1041. 

Contributions to your organization are not deductible under Section 170 
of the Code. 

If you decide to contest this detexmination under the declaratory 
judgment provisions of Section 7428, a petition to the United States 
Tax Court, the United States Court of Claims, or the District Court of 
the United States for the District of Columbia must be filed within 90 
days from the date this determination was mailed to you. Contact the 
clerk of the appropriate court for rules for filing petitions for 
declaratory judgment. 

2 

As provided in Section 6104(c) of the Internal Revenue Code and 
applicable regulations, the appropriate State officials will be 
notified of this determination. 

If you have any questions, please contact the person whose name and 
telephone number are shown above. 

Sincerely yprs, i 
************************** 
Commissioner 

Associate Chief 
Boston Appeals Office 
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****** * * * * * *  ***** * * * * * * * *****  

. : < ; SEP -, 8 ($5' ************ **** ** ** * * * * * 

* * * * * * * ************ ****** * *******  y o  ****zct: 
*************** ************** * *  * * * * * * * ** ******* : 
**** * * * * * * ******** * * * * * * C o n t a c t  Telephoae Nun5er: 
************ **** * * * * *  ******** * * * * * * * * *   

Refs; Rep'y :o: 
****  * * * * *  

We 4ave c o n s f d e ~ e d  you-  a p p 7 ~ c a t ~ c n  fcr tax-esernp? status unds i -  
s p c t t o n  501jc)(3) 05 ;he I n t e - n a l  Revenue Ccda.  

T h e  ev i dencz  p r e s e n ~ e d  d i sc ' osed  thar yoti  were i n c o r p o r a t ~ d  on 
****** **** * * * * *  ,  i n  * *  ****************** * *  * **************** .  

The purposes f o r  w h f c F :  t he  o r g a n i z a t f o n  w a s  formed a r e  as 
fo:?ows: 

a)  To meet c o n c e ~ n s  oz j , - : r ~ n t s ,  ~ e ? a r i v o s  and ocher  'nvalve? 
c i t f z e n s  f c r  :he ccntcnuec!  wel '  bef f ig  a r d  qua1 i ~ y  o f  ? i f e  o f  C!TE 
menca' ly handccapped a f t e -  t h e  d e a r h  of :?,e p a r e n t ,  relative or 
o rhe?  i n v o ? v e d  parssn w h o  I-,sd m a 5 n t s i ; ~ c d  an sn g c f ~ g  ' n t o r e s t  ?n 
?he w e l f a r e  of  t 5 e  rneiira:'y h o ~ d f c s p p e d  g e r s s n ;  C Q  s e r v e  co  +he 
Sest of  i t s  a b ' l f t y  and w i r 5 , i n  r h e  :in'? o f  f c s  r ~ s o u i - c e s  in a 
Corpa-a te  Capac;'r.y sr> a - . ! - -  . O ( J . ~ ~ Z  g.?--"r,t 3- s n t i ; ~ ~ ;  r,l+l::lr " s  
'ndepenbent ,>f s r a r z  07 f z ? e i - ~ '  agens'ec c- o:he? s ~ r v f c e  
p r o v ' d e ~ s  :!-,a- focus  :2n o e l f a i - 2  2 -  :F.z a j n y  7 a t ! 7 e ~  :!:a- 
w e ' s ~ - ~  of yhe =.ndfv;dua' 

5 )  I n  or t ie -  T O  f u ? f = ? T  t!-;e , ~ e c d s  s e r  "a?-!- = 7  t h e  ~ G - F ~ O ~ T I ~  

pai-ag-aph, t k e  ;Firnary purpocn  a f  ",? 4 s s z c f a t i o n  i s  t o  sei-ve a s  
a cor!2orat:% :t;.uc;rer- o+ ?he :;.r.~srs es tah l f shec !  by t5e 
A s s o c f ~ t c o n ' s  member- co p r o v C d c  supp'emental c a r e ,  main tenance,  
t rPnrrn@Rt,  suFporSr ,  er![.;c.;r-on, and -ec-na::sr, for- t h e  w e ? f a r s  G.: 

ment3 ; l y  hand'cspped bene:fc iar . ies cf such  t r u s r s .  I n  c e r t a i n  
i n s t a n c e s ,  on a p p r o v a l  by r h e  Eroad o i  D < ? e c r o r s  on a - .  
cas~-hy -c .3sa  5,3si5, rL?e .4sr,oc7 z r -  or  n;ly z c c z ~ t  'unds T o ?  ?+e 
abovn s ~ a c e d  aL:r-poses 5 : - 3 %  -:t/,pr : n C ( < v Z c i ~ . 3 - s ,  y r - u ~ t ' i  
o ? ~ a n f z a t ' o n s  3n !3e.'-,+3' . z i  . n ~ n ~ : ?  ? y  "cnd;c3?ped " ~ ? ~ ~ / i d u a ' s  

The S n f ~ r m a r f o n  s~~5rn"tt:pd w ? t i -  y014i- z;;p?cc~::for: Form '1323 
f n d ' c a t s s  t h e  f c ? " : o w ' n q :  



The purposes as s e t  f o r t h  i n  a  copy o f  a  Model c r u s t  s u b m i t t e d  
by your  o r g a n i z a t i o n  s t a t e s  t h a t  " t h e  p r i n c i p l e  purpose of t h i s  
T r u s t  i s  t o  suppleme'l t ,  b u t  n o t  t o  s u p p l a n t ,  what b e n u f i t  and 
s e r v i c e s  t h e  pr imar9q . , r n e f i c i a r y  may f rom t ~ m e  t o  t i m n  be 
e l i g i b l e  t o  r e c e i v e  by  reason o f  age, d i s a b i l i t y  o r  o t h e r  
f a c t o r s ,  f rom fed ,? ra l ,  s t a t e ,  and l o c a l  governmental  
sou rces . .  . . I t ' s  t h e r e f o r e ,  t h e  i n t e n t  and d i r e c t i o n  o f  t h e  
S e t t l o r s  t h a t  t h e  T r u s t e e . - . p a y  t o  t h e  b e n e f i c i a r y  o r  a p p l y  on 
her  b e h a l f  so  much of  t h e  income t h e r e f o r e ,  and such p o r t i o n  of  
t h s  p r i n c i p a l  t h e r o f ,  as  t h e  T r u s t e e  i n  i t s  s o l a  d i s c r e t i o n  
deems necessary  and a p p r o p r i a t e  t o  p r o v i d e  t h e  b e n e f i c i a r y  w i t h  
t h o s e  b e n e f i t s  and s e r v i c e s ,  and o n l y  t h o s e  b e n e f i t s  and 
s e r v i c e s  wh ich  a r c  n o t  o t h e r w i s e  a v a i l a b l e  t o  her  from 
government sources  a s  o r  when needed f o r  h e r  w e l f a r e . "  

Tha Model T r u s t  s u b m i t t e d  a ? s o  d e s c r i b e d  t h z  f c t l l o w i ~ g  
s i t u a t i o n s  wh i ch  would  r e s u l t  i n  t h e  t e r m i n a t i o n  o f  t h e  T r u s t :  

Si~gpfzpn-1 " .  . . i f  i n  t h e  judgement o f  t h e  T rus tee  t h e  
b e n e f i c i a r y  r e q u i r e s  any s e r v i c e  o r  p lacement  f o r  which she 
would q u a l i f y  f o r  a s s i s t a n c e  under  any f e d e r a l ,  s t a t e ,  o r  l o c a l  
government program b u t  f o r  t h e  e x i s t e n c e ,  s i z e ,  o r  terms of  t h i s  
t r u s t ,  and if t h e  c o s t s  o f  such  s e r v i c e  o r  p lacement a r e  such  
t h a t  would, i f  borne  by  t h e  T r u s t ,  r i s k  s u b s t a n t i a l  d e p l e t l c n  o f  
t h e  T r u s t  and d e f e a t  of  i t s  supp lementa l  and l o n g  t o rm  purposes ,  
t h e  t r u s t e e  s h a l l  t e r m i n a t e  t h e  t r u s t "  

S3fuaciog-2 " I n  t h e  e v e n t  of  a permanent change o f  r e s i d e n c y  o f  
t h e  p r ima ry  b e n e f i c i a r y ,  such t h a t  t h e  t r u s t e e  dere rmines  t h a t  
i t  cannot e f f e c t i v e l y  o r  e f f i c i e n t l y  f u l f i l l  i t s  
r e s p o n s i b i l i t e s  . . .  t h e  T r u s t e e ,  may i n  i t s  d i s c r e t i o ~ ,  e i t h e r *  
t r a n s f e r  t h e  T r u s t e e s h i p  . . . ;  o r  i n  t h e  e v e n t  o f  f a i l u r e  t o  
i d e n t i f y  an a p p r o p r i a t e  successor  t r u s t e e  w i t h i n  a r oasonab le  
t i m e ,  t e r m i n a t e  t h e  T r u s t . "  

S i t u a t i o n  ----------- 3 "The T r u s t e e  s h a l l  t e r m i n a t e  t h e  t r u s t  upon zhe 
d e a t h  o f  t h e  p r i m a r y  b e n e f i c i a r y  . . .  h a v i n g  i n  any even t  f i r s t  
d i v i d e d  and d i s t r . i b u t e d  t h e  rema inder  o f  t h e  p r i n c i p a l  and 
accumulated b u t  unspen t  income o f  t h e  T r u s t  as  f o l l o w s :  

a )  25% t o  such q u a l i f i e d  exempt c h a r i t a b l e  o r g a n i z a t i o n  o r  
o r g a n i z a t i o n s  deemed i n  judgement o f  t h e  T r u s t e e  t o  e x e m p l i f y  
t h e  Purposes of  ********* , exempt t h a t  *********  may n o t  i t s e l f  be a  
b e n e f i c i a r y  of  t h e  t r u + : t ;  and 

b) The r e s t  and rema inder  " c o  d e s i g n a t e d  r e l a t i v e s  o f  t h e  
b e n e f i c i a r y  o r  " t o  t h e  i s s u e  o f  t h e  S e t t l o r s  t han  l i v i n g  by 
r i g h t  o f  r e p r e s e n t a t i o n  . "  
A r t i c l e  ( k , j  o f  t h e  o r g a n i z a t i o n ' s  A r t i c l e s  o f  O r g a n i z a t i o n  
p rov ides ,  i n  p a r t ,  t h a t  t h e  A s s o c i a t i o n  "may a d m i n i s t e r  t h e  
d i s p o s a l  of  any rema inder  o f  a  t r u s t  t o  l i v i n g  f a m i l y  members 
and/or  o t h e r  o r g a n i z a t i o n s  s e r v i n g  t h e  m e n t a l l y  handicapped as 
p r o v i d e d  i n  i q d i v i d u a l  t r u s t  documents."  



The d i s s a l u t . i o n  clause a; c o n t a i n e d  i n  your A r t i c l e : ;  o f  
0 rgan f za t . i on  p r o v i d e s  i n  p a r r ,  c h a t  "any  a s s e t s  of the 
A s s o c i a t i o n  ( s e p a r a t e  f r o m  a s s e t s  h e l d  i n  r5prasen ts t : i ve  o r  
f i d u c i a r y  c43pac7 t y )  t h a t  rerna , n  $3 r ..er p r o v f d i n g  f o r  payrnnnt o f  
a l ?  o ~ ~ t s t a n d i n g  deb? and o t h e r  l i a b i ? i t i e s  s h a l l  he t r a n s f e ~ r r e d  
t o  t h e  A s s o c i a r i o n  f c r  Reterdod , . ? l t i z e q s  o f  Sou th  M"d1esex or 
t o  such s i m i ' a r l y  ded ' ca ted  o r g a n i z a t i o n s  c r e a t e d  '2nd ope ra ted  
s o ! o ? y  f o r  one o r  more exempt: p[.l;*poses w i r h 4 i n  t h o  meaning o f  
S e c r f o n  5 3 1 ( c j ( S j  o f  t h e  I n t e r n a l  Revenue Code . . . "  

The Snforn~ot:=on subrnStt-ad c s ) ' t b \  \ j ~ l -~ r  a 3 p l " a ~ r " o n  a l s o  i n d i c a t e s  
t h a t  your o r g a n i z a t i o n  w i l !  o n l y  agree to manage t r u s t s  w$ tS  a 
m'nfmum s i z e  o f  j * * * * * * * *  f o r  an as  yet undere rmined  f e e .  

S e c t i o n  5 O , l ( c ) ( 3 j  o+ t h e  Code p r *ov fdcs ,  <n  ? a ~ t ,  f o ~  the  
exempt Con f t o n  Fade-a1 incorn2 t z x  of  ci-gan:;ar'ons o-ga r : i~ec !  a n l  
olTnreted c? t c7u r , i ve l y  f o r  char i te.h!e,  r o ?  f g f ~ u s ,  sc:?ent i f  i:c o r  
educaz iona l  pu rpozes ,  no 7;lrt of t ! . :e  ~ e t  en-n-:rigs o f  w h i c h  
irlcr-es :o e t i c  benef  't. of any p r ' v a t s  a h a r q h 4 ~ ? d e r  or i n d f v j d a a l .  

Tn o ~ d e r  t o  c l u a l i f y  u n d ~ r  I k C  5 0 ' 1 ( ~ ) ( 3 ) ,  an o r g a n i z a t i o n  muzr 5e  
170::': "o rgantzec l "  anc '  " o p e r a t e d "  e: ic '~. is i \ /e?y f o r  orla 01- more 
purposes s p e c f f i e d  f n  t h a t  sac t 'nn .  I f  ?he o r g a n i z q r i o n  f a S 7  1 s 
t:o mest e i r h c r  the orSan 'za t?ona1  Yes?. c r   he operntcona7 tez?, 
i t :  I c  n o t  e x c j n p t .  (Raga.  Thr! 
o ? s a n f z a t c o n , ? l  ? o r ?  relates to fhe  ru1c?  Co? govern fng  an 
o r g a n i z s r i o ~  and t h e  pu~poza! :  s t a t e d  Tn ; r z  a r t i c l e s  of 
o r ~ g a n i z a t i o n .  T h e  oper,:ir icnf?ll te::: r n ? a ! : ~ s  ::a t h e  
13rg~31-,:z,2ci0r~f!: :~ct-Y\/i t : f ? s ,  

S ~ c t ' o n  1 .5C!(c)(?)-:(c>!.!) c f  t h e  ?'egi1?3t.'0;\!< '-;t:,7t-?n tAa?: -!: 
m o r l c -  rhan an 'nsu4s?an? fa1  par3: ~ ' f  a n  o r g . ~ . r  =~;;??Zc3n'I; 3c:Cvi r C e ~  
i s  n o t  'n f u n r h e r a n c c  o-? elternpl: pr.;?posns, z 5 e  arg;ir, i;at: 'o~i w"l 
roc: bz -ec,::-r!?rf as e x c n p t .  

- ?  Tn ?e"te? 3i~.-.<np:r;:r: ?ti- on^.^ \ I .  .... ' 5 . 2 .  -.-- , ..',!6 I!J . S .  27cJ ( ! g f i $ ) ,  ::hp 
rn ..,~.rs;-erne Cocr?- ~ : : .2 tnd  + - h a t  t ! - ,e  prcr;encR o f  sven a s ing!  e ,  
n n n - ~ ) i a m p t  pt.r:-por:p, :f m o r e  than  :n..-i,'>~-- . . . 3 :n n,?t:j;-n, !.I-;~? 
d s C c a r  e x c m p r  *on 11nd7r Sect-"on 5 0 "  ( s )  ( 7 )  2 4  + h p  coda, rngapr!!?s7: 
o f  t 5 e  ~nnnnr?r or  "rrtporranc.2 :!= t!77 t~!.;: y ,??ccrfip:: p u ; - ~ a : ; ~ ~  . 

Sect- ior ,  " .  50!(c)(Z)-" ( d > ( . ' ' 1 2 . : ' ?  , \  , C~ t h e  ';log\>',?tfonr; p i -nvi tJes,  i;l 
2n:-t , :?,at ,2r? c3rg03nf  z ; > ~ ' G P  : S  ,TO? ~ ~ 3 . 3 ; 7 - = ~ 6  s:' Op@r,.>:?d 
e x c l u s i v e l y  :'or one or  more o f  t he  purpor;ee p o n t i o l \ e d  i n  s e c r f o n  
501(~)(3) of  t h e  Code u n l e s s  i t  se rves  a p u b l i c  r a t h e r  t h a n  a 
;?rivarn ' n t e ? . ? ~ t : .  . A n  e~?~r jn r \ ' za t l 'on  nq\/ n.2: t;e exempt- 7 -F  :t: '5 

,.- 5 e r ~ ? = : f  o x  ; j r ; ' \~a?e  'nd--v:d~.;.-.'s. o p e i - 3 t e d  "c "  & ' - "  

: ' jecrfon '' . 5 P . l  IT::(  ( 2 )  - . I  (c!) < C 1 >  ~f :?~e ?c?g~;~.: :~cns >rqv ider ,  ~17,:'. 7 % ~  

t p - m  " c h z r ' ~ a b ! p "  =nc7r ides  - n ? ' a h ° C  7nc- .?nd d f s t - s s : : z . 2 ,  - - advancemen: a?: e d r ~ e s r f o n  .snd sc 'cnc? an? y L . e  3romc:ion !;0(3-,9 

w e l f a r e  dez:gned y o  .3ccwm::"sh (3ny :?z rL8e  ahova p u r ~ o z s ~ .  



S e c t i o n  '1.50'l ( c ) ( 3 ) - ' I  ( b ) ( 4 )  of t h e  R e g u l a t i o n s  s t a t e s  cha t  "en 
o r g a n i z a t i o n  i s  n o t  o r g a n i z e d  ~ w c l u s i v e l y  f o r  one o r  more exempt 
purposes u n l e s s  i t s  a s s e t s  a r e  u e d i c a t e d  t o  an exempt purpose.  
An organization's a s s e t s  w i l l  be c o n s i d e r e d  ded i ca ted  t o  an 
exempt purpose,  f o r  example, if upon d i s s o l u t i o n ,  such a s s e t s  
wou ld ,  by reason o f  a p r o v i s i o n  i n  t h e  o r g a n i z a t i o n ' s  a r t i c l e s  
o r  by o p e r a t i o n  o f  l aw ,  be d i s t r i b u t e d  f o r  one o r  more exempt 
purposes, o r  t o  t h e  Fede ra l  government, o r  t o  a  S t a t e  o r  l o c a l  
government,  f o r  a pcrbl i c  purpose, o r  wou'id be d i s t r i b u t e d  by a  
c o u r t  t o  ano the r  o r g a n i z a t i o n  t o  be used i n  such marine? as  i n  
t h e  judgment o f  t h e  c o u r t  w i l l  bes t  a c c o m p l i s h  t h e  g ~ n e r a l  
purposes f o r  wh ich  t h e  d i s s o l v e d  o r g a n i z a t i o n  was o rgan i zed .  
However, an o r g a n i z a t i o n  does n o t  meet t h e  o r g a n i z a t i o n a l  t e s t  
i f  i t s  a r t i c l e s  o r  t h a  l a w  o f  t h e  S t a r e  i n  wh i ch  i t  was c r a a r e d  
p r o v i d e  t h a t  i t s  a s s e t s  would,  upon d f s s o l u t i a , ~ ,  be d i s t r i b u x e d  
t o  i t s  members o r  s h a r e h o l d e r s . "  

Revenue R u l i n g  7 2 - 3 6 9 ,  'I972 - 2 C.B. 2 4 5  p r o v i d e s  i n  P a r t  t h a t  
" A n  O r g a n i z a t i o n  fo rmed t o  p r o v i d e  m a n a g e r i a l  and c o n s u l t i n g  
s e r v i c e s  a r  c o s t  t o  u n r e l a t e d  exempt o r g a , i i z a t i o n s  does n o t  
q u a l i f y  f o r  exempt ion  under s e c t i o n  501 (c ) (3 )  o f  t h e  Code." 

Revenue R u l i n g  6 6 - 2 5 9 ,  1 9 6 6  - 2 C . B .  2'14 p r o v i d e s ,  i n  p a r t ,  t h a t  
" a  r r u s t  wh ich  p r o v i d e s  f o r  t h e  r e v e r s i o n  o f  p r i n c i p a l  on 
t e r m i n a t i o n  r o  t h e  c r e a t o r  does n o t  q u a l i f y  f o r  exempt ion under 
s e c t i o n  5 0 1 ( c ) ( 3 )  o f  r h e  Code. 

L i k e  t h e  o r g a n i z a t i o n  d e s c r i b e d  i n  Revenue R u l i n g  7 2 - 3 6 9 ,  your  
o r g a n i z a t i o n  e n t e r s  i n t o  agreements t o  f u r n i s h  manager ia l  and 
c o n s u l t i n g  s e r v i c e s  on a f e e  f o r  s e r v i c e  b a s i s .  However, 
u n l i k e  t h e  o r g a n i z a t i o n  desc r i bed  i n  c h i s  p a r t i c u l a r  Revenue 
R u l i n g ,  wh ich  p r o v i d e d  s e r v i c e s  t o  exempt o r g a n i z a t i o n s ,  your  
o r g a n i z a t i o n  p r o v i d e s  T r u s t  managemenr s e r v i c e s  t a  i t s  members 
who have c r e a t e d  non-exempt t r u s t s  f o r  rhe b e n e f i t  o f  t h e i r  
m e n t a l l y  handicapped c h i l d r e n .  P r o v i d i n g  manager ia l  and 
c o n s u l t i n g  s e r v i c e s  on a r e g u i a r  b a s i s  f o r  a  f e e  i s  a t r a d e  o r  
bus iness  o r d i n a r i l y  c a r r i e d  on f o r  p r o f  i t .  

L i k e  t h e  o r g a n i z a t i o n  d e s c r i b e d  i n  Revenue Ku l  i n g  65 -259 ,  your  
o r g a n i z a t i o n  p r o v i d e s  manager ia l  s e r v i c e s  f o r  i n d i v i d u a l ,  
non-exempt t r u s t s ,  each of which p r o v i d e s  f o r  the r e v e r s i o n  of 
p r i n c i p a l  and i n t e r e s t  t o  t h e  c r e a t o r  o r  descendents  o f  t h e  
c r e a t o r  upon t e r m i n a t i o n  of t h e  t r u s t s .  T r u s t s  wh ich  r e t a i n  a 
reve rs7ona ry  i n t e r e s t  do n o t  q u a l i f y  f o r  exempt ion under 
501 (c ) (3 )  o f  t h e  Code. P r o v i d i n g  management s e r v i c e s  f o r  non 
exempt t r u s t s ,  t h a t  do n o t  q u a l i f y  for; exempt ion  under 50 ' l ( c ) (3 )  
o f  c h e  Code, i s  n o t  an a c t i v i t y  w a r r a n t i n g  exempt ion.  

A c c ~ r d i n g l y ,  we c o n c l u d e  t h a t  you do n o t  meet t h e  requ i rements  
f o r  exempt s t a t u s  under  s e c t i o n  501 (c ) (3 )  o f  t h e  Code and 
propose t o  deny you r  r e q u e s t  f o r  exempt ion under. t h a t  s e c t i o n .  



You a r e  ~ e q u i r e d  to f i 1 e " a  t a x a b J e  r e r u r n  Forrn '1'120 or  '104'1 w i t h  
rhe Disti-ic? Cli r ec ro r  o f  Interns? k e v e r ~ u e  S e r v i c e .  P lease  s e n d  . 
t h e  r e t u r n  :o t h e  I n t e r n a l  R e v e n u e  S e r v i c e .  P . O .  Box '1680, 
is, j r a l  P o s t  O f f  i c e ,  R r o ~ k l  y n ,  N Y  1.1 ::LIZ. 

C o n r - i b u t i o n s  m a d e  t o  y o u  a r e  n o r  d e d u c t i b l e  by t h e  d o n o r s  a s  
c h a r i t a b l e  c o n t r i t u t i o n s  a 5  d e f = > e d  f n  s e c t i o n  .i70(c) o f  t h e  
Code. 

I f  y o u  do n o t  a g r e e  w i t h  t h f s  d e t 2 i . m - T n a t i o r i ,  y o u  may r e q u e s t :  a 
O o n f s r e n c e  w i t h  t h e  R e g i o n a l  Direcror o f  A p p e a ? s  b y  p r o t e s t i n g  
i n  a c c o r d a n c e  w i t h  t h e  E n c l o s e d  i n s t r u c t i o n s  w i t h i n  3 0  d a y s .  

P r o t e s t s  s u b m i t t e d  w h i c h  d o  n o t  c c n t a "  a l l  =hc5 d o c u m e n t a r f o n  
s t a t e d  i n  t h e  i n s t ~ u c t i o n s  wfl? 5e r e c u r n e d  f o r  c o m p 7 e t f o n .  

I f  w e  d o  noc h e a r  f ~ o m  y o u  w i y h i n  t h z c  rime t h i s  d e : e r m S n z t f o n  
w i l l  b e  c o n s i d e r e d  f ' n a l  a n d  t h e  a p p r c p r i a t e  S t a t e  O f f i c i a l s  
w i l l  be n o t s f f e d .  

I f  y o u  d o  n o t  p r o t e s ?  t h i s  ?reposed d e t z r m i n a t f o n  i n  a t 7 r n e - l ~  
m a n n e r ,  i c  w i l 7  b e  c o n s f d e r e d  b y  t h e  T n r e r n a ?  R e v e n u e  S e r v i c e  a s  
a f a i l u r e  t o  e x h a u s ?  ~ v a i 7 a b ! e  a d m i n f s t r a t i v e  r e m e d i e s .  S e c t S o n  
74?3($)(2j o f  t h e  t n r e r n a ?  R e v e n u e  Code p r o v i d e s  i n  p e ~ t  t h a t  " A  
d e z ' a r a t o r y  J u d g m e n t  or  dec -ee  u n d e r  th:s s e c t i o n  s h a l l  n o t  b e  
i s s u e d  i n  a n y  ~ r o c e e d i n g  u n ? e s s  c L I e  T a x  C o u r t ,  ?he C'ains C o u - t ,  
o!- C h c  DTst r ic t  Co!?;-:: o f  rhe  U n i t e d  Seaces f o ;  t h e  Dis:-ict o f  
Co7urnbigq d e t e r m i n e s  t h a t  t h e  o r g a n i z a t f o n  f n v o l v e d  has e x h a u s t e d  
a d r n f n i s t ~ a t - i v e  r e m e d f e s  zva'?able t o  i t  w i ~ h i n  t h e  I n ~ e r q a ?  
R e v e n u e  S e r v i c a . "  

S i * * * * * *  
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